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The English National Health Service (NHS) is 
the founding example and international refer-
ence as a public national health system with 
universal access and tax-based financing. The 
NHS guarantees comprehensive care with tra-
ditionally strong primary care including man-
datory citizens’ enrolment in a general practice 
surgery, with gatekeeping function for access to 
specialized care, situated at the secondary level 
in hospital outpatient departments, mostly pub-
lic 1. The NHS ranks first among health systems 
in eleven wealthy countries, according to access, 
equity, efficiency, and quality of care, while the 
United States ranks last, with a health system 
founded on private insurance, predominantly 
private provision, and the world’s highest health 
expenditures 2.

Since the NHS was founded in 1948 it has 
undergone various organizational reforms to 
guarantee universal care with equity, adjusting 
the healthcare structure to health needs with re-
gionalized organization of services and resource 
allocation according to the population’s needs 
and regional specificities. Still, with the conser-
vative Margaret Thatcher government beginning 
in the mid-1980s, the reforms shifted its course to 
market-driven. Purchaser and provider functions 
were separated and the relationship mediated 
by contracts, constituting the so-called “inter-
nal market” and introducing new management 
models in public hospitals 3.

In 1997, with Tony Blair’s labour government, 
despite the discourse of a new, more coopera-
tive culture in the public sector and criticism 
towards competition because increased admin-
istrative expenditures and inequalities in access, 
key elements of the internal market were main-
tained. The separation of functions remained, 
but with reorganization that involved the cre-
ation of the Primary Care Trust (PCT) as the pub-
lic administrative agency of the NHS at the lo-
cal level, responsible for the population’s health 
in its territory. PCTs now managed 80% of NHS 
funds for hire public hospitals’ specialized ser-
vices. NHS underfinancing was acknowledged, 
and government increased public spending in 
health from 5.3% of GDP in 2000 to 7% in 2008, 
thereby reducing waiting times and increasing 
user satisfaction 1,3.

In the wake of the international financial cri-
sis, beginning in 2010 the conservative-liberal 
David Cameron government implemented aus-
terity policies to “consolidate” the public budget, 
centered on spending cuts, including in health 4.  
The Health and Social Care Act of 2012 5 was 
passed, with the broadest and most dramatic 
reform of the NHS since its creation in 1948. 
The law cut 20 billion pounds in spending and 
aimed to expand free competition and the mar-
ket by flexibilizing and reducing central control, 
giving autonomy to local structures led by gen-
eral practitioners, encouraging competition via  
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New regulatory agencies with overlapping 
roles made the regulatory system confusing and 
prone to flaws, with repercussions on quality 7.

Responsibility for commissioning was frag-
mented between NHS England, CCGs, support 
units for commissioning (some of which are part-
nerships with private insurance companies and 
consulting firms) 10, and local governments, re-
sponsible for hiring public health services.

Fragmentation of commissioning leads to 
hiring of different providers for care and treat-
ment of the same condition. It affects continuity 
of care and results in insufficient coordination 
between specialized primary and tertiary care 
and between public health programs and indi-
vidual care.

Shifting public health responsibilities to lo-
cal governments introduced a dichotomy be-
tween individual and collective care. This and 
the fact that CCGs are only responsible for the 
patients on their own lists leads to loss of territo-
rial perspective and population-based planning 
and budgeting 9.

Purchasers and providers competing in the 
market do not follow territorial limits. Territorial 
organization with regionalized supply of second-
ary services is dismantled, and the population 
perspective fades. Competition can lead to hiring 
services in any geographic area and requires that 
providers establish numerous contracts to serve 
patients from different CCGs, with an increase in 
administrative and transportation expenses.

Commodification

A wide range of authors agree that the law in-
creased the commodification of the NHS 3,7,8, 
expressed as expanded competition among pro-
viders and patients’ choice, new management 
formats in public establishments, managerial-
ism, incentives for purchase of private services, 
privatization of Commissioning Support Units 
(CSU), and services by tender for private opera-
tor franchises and personalized budgets for con-
tinuing care.

Healthcare remains publically financed, but 
to be provided in a competitive market by com-
missioning any qualified provider. The CCGs’ 
mandatory offer of provider options to patients 
expands competition, and the private market 
associates personalization of care with patients’ 
responsibility 11.

The law has also incentivized an increase 
in purchase of services in the private sector, 
but the proportion of NHS spending on private  

hiring any qualified provider, public or private, 
and patients’ choice of providers.

The law changed the NHS structure. It extin-
guished Strategic Health Authorities (SHA) and 
PCTs, replaced by GP organizations, Clinical 
Commissioning Groups (CCG), coordinated by a 
new structure, NHS England, independent of the 
Department of Health (DoH). It transferred pub-
lic health responsibilities to local governments 
and a new organization: Public Health England 4.  
It expanded the functions of regulatory agen-
cies and determined the transformation of all 
health establishments in the NHS in founda-
tion trusts (NHS-FT) with broad autonomy and  
local accountability.

Implementation of the law was complicated, 
with disorganization resulting from the elimina-
tion of previous structures and the creation of 
new ones, redefinitions, and administrator turn-
over and reallocation or dismissal of thousands 
of professionals 6. The size of the administrative 
disorganization reflected the transfer of 65 bil-
lion pounds to GPs with no experience in hiring 
services 3.

Three years since enactment of the law, it is 
possible to analyze what was implemented and 
examine the repercussions. A King’s Fund report 
that assessed the reform’s implementation as of 
2015 highlights the commodification, fragmen-
tation, and disorganization jeopardizing the 
health system’s management and the complexity 
of the regulatory system 7.

Fragmentation of the system and 
de-territorialization

Rather creating a simpler structure, as argued by 
the government coalition, the system’s reorgani-
zation produced a much more complex system 
with major fragmentation in management and 
commissioning, fracturing structures and over-
lapping competencies, producing inefficiencies.

The responsibility of the DoH, the central 
administration of the NHS operating all across 
England, was fragmented into many organiza-
tions, with supervisory roles over different parts. 
There is no longer an organization responsible 
for planning and organizing the healthcare sys-
tem and health network as a whole 7. Separation 
of NHS England from the DoH reduced the state’s 
duty and the responsibility of the Secretary of 
Health in presenting the NHS accounts, materi-
alizing the law that alters the Secretary’s duty by  
replacing “duty to provide care” with “duty to pro-
mote care” 8,9.
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providers remains low. In 2007-2008 such spend-
ing was 6.4% 1 of the NHS annual budget, increas-
ing in 2013-2014 to 9.3% of the annual budget of 
102.6 billion pounds 12. According to estimates, 
40% of the resources from tenders in 2014 were 
for hiring private services 12. The largest increases 
in private participation were among community 
health services providers, from 20% in 2011-2012 
to 31% in 2013-2014. Meanwhile, purchase of 
private services in the hospital sector remained 
small at 4% 13.

The new legal format of foundation trusts 
(NHS-FT) means commodification: in order 
to survive competition, trusts must raise funds 
from other sources and offer what they consider 
profitable, with provision controlled merely by 
minimum quality standards, divorced from the 
population’s health needs 14. Private interests 
and the private ethos become interwoven with 
public services, with NHS administrators in-
creasingly coming from the private sector to re-
place career civil servants, abandoning the pub-
lic ethos for commercial ethos, to the detriment 
of patients’ interests 14. Meanwhile, the NHS-FT 
model appears to have exhausted its potential, 
due to repeated financial difficulties and quality 
problems 7,12,15.

Budget cuts of 15 billion pounds have negative-
ly impacted quality 12, increased waiting time 16,  
and reduced patient satisfaction 17. Persistent fi-
nancial difficulties, budget deficits, quality prob-
lems, poor management, high debts in public-
private partnerships for infrastructure financing, 
and staff shortages in health services have be-
come frequent problems 7,12,15.

Contrary to prognostication by the conser-
vative-liberal coalition, commodification and 
fragmentation have produced inefficiencies and 
major administrative spending hikes (from 6% 
to 15%) because multimillion-pound tenders, 
mergers, and hiring of private consultancies 7. 
According to one estimate, the NHS costs 19 bil-
lion pounds to function as a market.

Meanwhile, the system has not undergone 
privatization of financing. Healthcare is still fi-
nanced with public resources, predominantly 
taxes. Public spending in health in 2013 ac-
counted for 85% of all health spending and 
represented 7.3% of GDP, with little variation in  
recent years 4,18.

Summary

Authors agree that the conservative-liberal re-
form increased the commodification and frag-
mentation of the NHS, but has still not led to 
wholesale privatization. Patients’ daily expe-
rience with use of the system has not changed 
substantially thus far, due at least partly to the 
commitment of public servants suffering from 
the intended changes 3.

There is no evidence that the new arrange-
ment, with separation of procurement and provi-
sion, is more effective in improving quality of ser-
vices, nor that competition produces efficiency 
to compensate for the resulting increase in trans-
action costs 7.

The reform extends previous initiatives. 
Commodification of the NHS originated in the 
Thatcher administration, opening the system 
to the market. The process continued with New 
Labour, reorganizing the internal market, ex-
panding regulation, and paving the way for the 
conservative-liberal coalition to open the doors 
to the market: from an “internal market” to an 
unmanaged “external market”.

This insidious and continuous commodi-
fication muddles the borders between public 
and private 19 and threatens both the sustain-
ability of the NHS as a comprehensive universal 
public system and the guarantee of the right to  
health 4,8.

Implementation of any policy entails chang-
es influenced by the legacy of previous policies, 
stakeholder pressure, necessary negotiations, 
and action by policy implementers in manage-
ment and frontline healthcare provision. The 
reform is still under way, and this may be one 
more episode (albeit a very important one) in 
a gradual process of changes in the NHS which 
transformed its structure, but which kept the ser-
vice faithful to its mission, according to Klein 3.

The NHS is still financed by taxes, and the 
system provides universal access, usually with 
no payment at the time of use (except for medi-
cines). It has apparently survived as a national 
treasure. But will it continue to be?
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